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(53 weeks) 
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17,094 

9,762 

7,332 

. 45 % 
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14,545 

.83 
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6,796 
( 1 , 106 ) 
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$ 89,396 

1.63 

82,537 

91,381 

1.64 

96,990 

117,889 

1.95 

112,458 

95,585 

1.57 

115,681 

105,964 

1.80 

145,513 

113,347 

1.90 

173,688 

106,173 

1.81 

190,871 

113,285 

1.86 

215,080 

41,060 

46,836 

49,887 

54,257 

54,949 

57,356 
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63,149 

28,635 
2,092 
$ 757 

35,416 

2,037 

825 

38,253 

1,998 

877 

39,315 

1,988 

951 

39,316 

1,981 

976 

43,224 

2,033 

1,029 

54,917 

2,117 

1,050 

59,000 

2,164 

1,088 


$ 33,406 35,701 

25,270 27,805 

432 ( 245 ) 


Notes: 

Dividends^ $287J57declared in 1958 and paid on April 1,1959 are shown in the 1959 column only. 
(» Dividends of $3,688,349 declared in 1958 and paid on 1/31/59,2/28/59 and 
3/31/59 are shown in the 1959 column only. 
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SAFEWAY FINANCIAL HIGHLIGHTS 
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1960 

$2,468,973 

75,178 

40,360 

34,818 

1.41% 

OPERATING RESULTS' 1 ) 

Sales 

Profit before income taxes 

Provision for taxes on income 

Net profit 

Net profit as a percent of sales 

1961 

$2,538,032 

78,587 

41,985 

36,602 

1.44% 



$ 1,082 
17,676 
16,060 

DISTRIBUTION OF EARNINGS (1 > 

Dividends to preferred stockholders 

Dividends to common stockholders 

Earnings retained in the business 

$ 1,021 
19,045 
16,536 



$ 2.72 

1.42y 2 
8.68 
18.71 

32y 2 -40V2 

PER SHARE OF COMMON STOCK 

Net earnings 

Dividends paid 

Working capital 

Book value 

Price range New York Stock Exchange-Low-High 

$ 2.85 

1.521/2 
9.87 
20.08 
36*/8-63y 4 



$ 108,611 

1.78 

232,606 

FINANCIAL POSITION (at end of year) 

Working capital' 0 

Current assets per dollar of current liabilities 

Equity of common stockholders' 0 

$ 123,545 

1.88 

251,326 



63,507 

59,000 
2,207 
$ 1,101 

OTHER STATISTICS 

Number of employees (at end of year) 

Approximate number of stockholders 
of record (at end of year) 

Number of stores (at end of year) 

Average annual sales per store' 0 

60,896 

58,600 

2,054 
$ 1,131 



$ 34,818 
29,177 

1,072 

$ 65,067 

$ 18,758 

13 

43,525 

(4,674) 

7,445 

$ 65,067 

SOURCE AND USE OF FUNDS (1) 

FUNDS PROVIDED FROM: 

Net profit 

Depreciation provision 

Decrease in other assets 

Provision for decline in conversion value 
of Canadian assets 

Total 

FUNDS USED FOR: 

Dividends to Company stockholders 

Retirement of and from sale of capital stock (net) 
Additions to fixed assets (net) 

Increase in working capital 

Reduction in long term debt 

Total 

$ 36,602 

31,435 

714 

700 
$ 69,451 

$ 20,066 

294 

28,126 

14,934 

6,031 
$ 69,451 
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TO SAFEWAY STOCKHOLDERS 
AND SAFEWAY PEOPLE: 



J- *3 O JL was a record breaking year. Both sales and 
earnings were higher than ever before. For the eleventh 
consecutive year, sales were at a new high level. Compar¬ 
isons of results with previous years are shown in the ten 
year summary on the preceding pages. On the following 
pages are a review of 1961 operations, a financial review 
of the year, and the financial statements. 

In recognition of the improved earnings the Board of 
Directors increased the quarterly common stock dividend 
from 37to 40£ per share, effective with the December 
payment. This was the fifth consecutive year in which the 
dividend was raised. 

For the year as a whole, Safeway prices were practically 
the same as in 1960. Slightly higher during the first half of 
the year, slightly lower during the second half, with an 
average increase of about V4 of 1 % for the entire year. 
Achieving higher dollar volume with steady prices reflected 
both success in satisfying customers and the growth of the 
food industry. 

In dollar volume, the food industry today is the nation’s 
biggest business and a 50% increase in the next ten years 
is predicted. It is expected that increases in population and 
changes in eating habits, stimulated by higher incomes, 
will result in more dollars being spent for food. One ex¬ 
ample is the increased purchasing of higher priced items 
such as the so-called convenience foods that require a 
minimum amount of home-kitchen preparation. 

Safeway is in a very strong position to benefit from the 
population growth. Some of the largest increases are fore¬ 
cast for areas in which we now have stores. Adequate store 
coverage to serve the fast growing areas is a first considera¬ 
tion in our planning of investments in new stores. 

The primary reason for steady food prices is the abun¬ 
dance of supplies that has come from increased agricultural 
production. Another contributing factor is the continuous 
effort to reduce operating costs in processing and distri¬ 
bution that has produced the most efficient food distribu¬ 
tion system in the world. 


Abundant supplies, however, are not an unmixed bless¬ 
ing. While consumers have benefited, some growers have 
suffered when over-production prevented them from selling 
their products at a profit. This is a very serious problem of 
vital interest to us and it is simply good business for us to 
want to cooperate fully in any constructive effort to find a 
solution for it. We need growers we can depend on year 
after year to supply us with the quantities, qualities and 
varieties of products required to serve our customers. The 
existence of such growers depends on a healthy agricultural 
economy. Furthermore, the families of growers, feeders, 
shippers, and local businessmen directly dependent upon 
agricultural income, are a substantial segment of our cus¬ 
tomers. 

Like any other problem, the first step in finding a solution 
is an understanding of the causes based on an impartial and 
accurate determination of the facts. During the year, how¬ 
ever, it became increasingly evident that certain Govern¬ 
ment representatives and others were more interested in 
selling public acceptance of their view that food chains 
should be subjected to more Government control. Using 
such ominous sounding phrases as “concentration of eco¬ 
nomic power’’ and “manipulation of prices,” these indi¬ 
viduals used every opportunity to make and widely pub¬ 
licize charges that the food chains were responsible for the 
growers’ troubles. These charges were stated without factual 
justification and were “supported” only by preconceived 
ideas expressed as “facts.” 

We have resisted and will continue to resist these prej¬ 
udiced attacks if and when they are directed against Safe¬ 
way. Some of the steps taken to resist them during the past 
year are reported in the review of operations. We stand 
ready however to work with other interested parties in good 
faith, including an understanding of and respect for mutual 
interest, in finding solutions for these difficult problems. 

There are great opportunities and many challenges ahead. 
With our fine organization and constantly improving facil¬ 
ities, I am confident they will be good years for Safeway. 


March 12, 1962 
Oakland, California 






President and Chairman of the Board of Directors 
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REVIEW OF 

1961 

OPERATIONS 

SALES HIGHLIGHTS 
1961 sales increased 2.8% over 1960 to a new high 
of slightly more than $2.5 billion. This new record was 
achieved without the sales of the New York Division 
(sold in October) during the last twelve weeks. 

For many years Safeway has had a wonderful meat 
reputation and we feel it is one of the major reasons for 
our continuous sales growth. During the year special 
efforts were made to build a similar reputation for other 
departments in our stores to broaden the appeal of 
shopping at Safeway. Notable sales increases in sev¬ 
eral categories including bakery products, delicatessen 
items, ice cream, candy and non-foods indicate progress 
was made and these efforts will be continued. 

During the year, growth of discount stores, many of 
which include food departments, received considerable 
publicity. We are watching this development closely, 
just as we would watch any other development in the 
industry. To get firsthand knowledge of it, we started 
operating the food departments in two such stores. 
These are experiments from which we should gain 
valuable knowledge and experience. Whether we 11 
broaden our activity in this field is a question as yet 
unresolved. 

SALE OF NEW YORK DIVISION 
In October we withdrew from the New York-New 
Jersey area by selling all operating facilities, equip¬ 


Standard Store Design 



ment and inventories, and assigning store and ware¬ 
house leases to First National Stores Inc. After very 
thorough study it was decided that Company and stock¬ 
holder interests would be served better by utilizing the 
New York Division investment in other geographic 
areas. 

Sale price was approximately $21.6 million. Cash 
payments of $12.6 million and notes of $9 million, 
payable April 30, 1962 and August 28, 1962 were 
received. Payment of current liabilities and miscel¬ 
laneous costs of closing the New York operation 
approximated $3.6 million, leaving $9 million addi¬ 
tional working capital available for immediate reinvest¬ 
ment with an additional $9 million becoming available 
in 1962. 

STORE DEVELOPMENTS 

Our building program during the year added 145 new 
stores, while 135 were closed (not including the 163 
New York Division stores that were sold). As of Decem¬ 
ber 30th, 1961 we had 2,054 stores in operation in the 
United States and Canada. The fact that 60% of our 
stores are less than ten years old indicates the steady 
progress being made in improving facilities. 

The trend in new store construction has been toward 
larger area stores in strategic locations. Size of our 
typical new store opened in 1961 was about 18,250 
square feet —an increase of about 2,000 square feet 
over a year ago, and 3,500 square feet over three or 
four years ago. However, we have built a few much 
smaller stores in country towns or where adequate land 
for a larger store was not available. At the other end 
of the range, some of our new stores are 30,000 square 
feet in size. 

Larger size stores, of course, provide opportunities 
for wider assortments, higher sales volumes, and profit 
improvement through a more efficient scale of oper¬ 
ation. But at the same time, they present greater risks, 
necessitating increasingly greater attention to the selec¬ 
tion of store sites, the investment in buildings and equip¬ 
ment, and the control of inventory, ordering and man¬ 
power scheduling once in operation. 

Although most of our stores conform to standardized 
designs which we have developed, exceptions some¬ 
times are made. They may be due to local building 
codes or the desire of communities to maintain archi¬ 
tectural harmony with their historical past, or for other 
aesthetic reasons. Our policy is always to be a good 
neighbor in such cases. Store interiors also may vary 
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Variation of Standard Design 


but for different reasons. For example, some stores in¬ 
clude snack bars-coffee and soda fountains-for cus¬ 
tomer convenience. Some include in-store bakeries. 
Two types of bakery installations are used: complete 
bakeries where all the work from raw ingredient to 
finished product is done; and what we call modified 
bakeries where semi-finished products, ready for final 
baking, are received and the baking then is completed 
in the store. 

During 1960, we opened our first stores in Alaska- 
two in Anchorage. Customer acceptance was so favor¬ 
able it was decided to build a store in Fairbanks. Cus¬ 
tomer acceptance of this store, which opened the latter 
part of 1961, also has been very favorable. 

The Alaska stores are a part of our Seattle Division. 
Supplying them is an interesting problem in logistics. 
Alaska grown fruits and vegetables, and other local 
products, are bought to the fullest practical extent. 
A great many of the products stocked in the stores, 
however, are shipped from Seattle. Staple groceries are 
loaded on barges and towed 1600 miles by seagoing 
tugs through the inland waterways to Anchorage—an 
eight day voyage. Meat is shipped by truck over the 
Alaska Highway from our Seattle meat aging plant-a 
2500 mile trip requiring 98 hours of day and night 
driving. An idea of the advance planning required of 
Alaska Store Managers can be gained from the fact that 


Before Remodeling 




Another Variation 


fifteen days elapse between the time they write an order 
for groceries and the time their shipment is received. 

Another extremely important phase of our store con¬ 
struction program is the remodeling of older units— 
stores that are well situated, doing a good business, but 
handicapped by cramped facilities or out-moded inte¬ 
riors. The transformation that takes place following 
remodeling often is astounding. For substantially less 
cost than constructing a new building, face lifting both 
inside and outside produces a store that shows substan¬ 
tial gains in sales volume. Pictures of a typical before 
and after construction look are shown below. 

Stocking 4,000 to 6,000 items in a modern food 
store is typical these days. Arranging the different com¬ 
modities in easy-to-find, easy-to-reach displays is of 
great importance. This matter is always under study. 
Non-foods, for example, are carefully grouped accord¬ 
ing to a studied plan making it simple for the busy 
shopper to find exactly what is wanted with a minimum 
of effort. How these products are displayed is shown in 
the illustration on page 7. 

Another example is in the health and beauty aids 
section. We are now stocking these products-lotions, 
toiletries, creams, tooth paste, etc.-in an area of the 
store which generally has the heaviest flow of traffic and 
on a new type display fixture. In new and major re¬ 
modeled stores, the displays are on saw-toothed shelves 


After Remodeling 
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In-Store Bakery 


(see illustration, page 7), which immediately catch the 
eye and greatly eliminate searching for a desired item 
in the large assortment. 

Old ways are constantly challenged. One of our mod¬ 
em stores in a growing shopping center serves as a lab¬ 
oratory where new ideas are put to actual test under 
regular operating conditions. These ideas cover every 
step in the operation of a modern food store, including 
such things as display arrangements, ways to speed up 
the flow of customers through the checkstands, new 
procedures for stocking shelves, and more efficient ways 
to receive and handle warehouse deliveries. 

DISTRIBUTION CENTERS 

By the end of 1962, all but four of our twenty-four 
Retail Divisions will be operating modern distribution 


Snack Bar 



centers, some in full operation, others well along to¬ 
ward completion. In these centers, the various types of 
products required by the stores—produce, meats, frozen 
foods, groceries, etc. —are selected, assembled, and 
shipped from one centralized point, saving both time 
and cost in handling and delivery to the stores. Forty 
or more acres are required for a complete center. 

October 1961 saw the opening of our largest grocery 
warehouse to date, at Santa Fe Springs, California— 
the first building of what eventually will be the dis¬ 
tribution center for our Los Angeles Division. It is 
428,000 square feet in area, housing dry groceries and 
non-food products. 

Noteworthy among the many modern features of this 
latest warehouse is the Towveyor system which circles 
the order-filling area of the building on an endless in¬ 
floor track...78 pallet dollies, spaced 20 feet apart, 
glide along the 1,520 foot long track at a rate of about 
100 feet per minute. Warehousemen, with power driven 
pallet trucks, place pallet loads of merchandise ordered 
by the stores on the Towveyor line which continues its 
course past the truck loading docks. Here the load is 
removed by other lift truck operators. The Lo-Boy 
pallet dollies were developed by our warehouse spe¬ 
cialists and have received widespread attention. See 
photos on pages 8-9. 

The palletized loads go directly into truck delivery 
equipment. At the stores the loads are removed by elec- 
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Non-Foods Display 


trie powered pallet trucks and conveyed into the store’s 
stockroom. Not all stores have facilities for receiving 
palletized loads but they are being installed in newer 
units and in older stores where conversion to a perma¬ 
nent or portable dock is practicable. 

PERSONNEL DEVELOPMENT 

As the food business becomes more specialized and 
larger stores require more employees, job training be¬ 
comes increasingly important. In the Retail Divisions 
training schools with classroom facilities indoctrinate 
new employees before they actually start working in the 
store. This is followed with thorough on-the-job training 
under the guidance of the Store Manager. 

Programs to develop additional management mate¬ 
rial for the future have been accelerated. More is be- 


Health and Beauty Aids Display 



ing done to attract graduating students to this career 
field and our executive development program has been 
stepped up. In this program, promising candidates re¬ 
ceive an intensive six week training course, conducted 
by executives at the Oakland Administrative Office. 

SUPPLY OPERATIONS 

The search for lower cost methods and better ways to 
serve our customers is not limited to our stores. It also 
covers the manufacturing and packaging of our Safe¬ 
way Brands which offer important savings to our cus¬ 
tomers. Many new firsts for the entire food industry 
have been developed by the people who are responsible 
for this phase of our operations. Keeping pace with 
sales increases and technological progress in processing 
required the building of some new plants, modernizing 
others, and many changes in packaging during the year. 

One of the new products introduced was our own 
brand of facial tissue — Truly Fine. Selling at a lower 
price than similar products available in our stores, it has 
been received very well by our customers and promises 
to become a major seller in its field. 

The search for better ways to protect the freshness 
of fruits and vegetables sold in the stores resulted in 
the adoption of a new method of prepackaging called 
“Shrink film” packaging. This new concept in produce 
packaging uses a plastic shrinkable film as a wrap¬ 
around, with cardboard or pulp trays as a base. The 
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New Egg Handling Equipment 


package is conveyed through a heat control tunnel for 
a period of 3 to 5 seconds to obtain snug-as-a-glove 
shrinking; should a particular item require breathing, 
a vent is provided. In addition to better protection of 
freshness, advantages of this method include: time- 
savings in preparation and in setting up or changing 
displays; easier selection by customers; faster check-out. 

During the year we started replacing the waxed car¬ 
tons for our Lucerne Milk with plastic-coated cartons. 
Customers have expressed a strong preference for the 
sturdy, attractive plastic-coated carton. 

Over the years, many scientific advancements have 
been made in our egg supply operations to protect the 
freshness and quality of eggs, from the time they are 
laid until they are sold in the stores. The latest is the 
development of the egg handling equipment which is 


illustrated at left. This equipment will shorten the time 
from laying to consumer, thereby further improving the 
freshness and quality of Safeway eggs. 

ELECTRONIC DATA PROCESSING 

We are installing electronic data processing equipment. 
in our accounting offices. This modem-age develop¬ 
ment readily enables us to: convert store merchandise 
orders into warehouse selection lists; control inven¬ 
tories; furnish sales information to buyers; compute and 
write payrolls; perform many accounting and statistical 
tasks, as well as prepare reports for management. 

EXPANSION INTO NEW AREAS 
A decision was made to open stores in Honolulu where 
we once had nine stores. They were sold in 1934. At 
the time of this writing, one site had been acquired and 
negotiations for other sites were being conducted. We 
hope to have the first store opened before the end of 
1962. 

It was also decided to operate stores in Great Britain. 
The name of the British subsidiary is Safeway Food 
Stores, Limited. Headquarters are in London. Initially, 
we are seeking suitable store sites and forming an oper¬ 
ating team comprised of British, Canadian and Amer¬ 
ican personnel. This is Safeway’s first move abroad and 
it is possible 1962 plans may include Italy. We look 
forward to very promising results from these new oper¬ 
ations. Europe’s economic growth, with corresponding 
rising living standards, opens up new potentials for 
modern food retailing enterprises. 


Los A ngeles Grocery Warehouse 
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Shrink Film Packaging 


Facial Tissue 



Plastic-Coated Cartons 



GOVERNMENT CHARGES 

<1 In 1959, a Federal Grand Jury returned a criminal 
indictment in which a local grocers association and 13 
food store operators, including Safeway, in the San 
Diego area were charged with alleged violations of the 
Sherman Antitrust Act. The indictment charged that 
since 1949 the defendants had conspired to: (1) estab¬ 
lish and maintain minimum prices and uniform terms 
and conditions, including uniform charges for cashing 
checks in the sale of groceries; (2) refrain from adver¬ 
tising groceries at less than minimum prices agreed 
upon among themselves; (3) induce suppliers to co¬ 
operate in enforcing such minimum prices; and (4) in¬ 
duce grocers, not parties to the alleged conspiracy, to 
adopt and adhere to the prices and terms upon which 
the defendants were claimed to have agreed. 



Safeway is not and has never been a member of the 
association named in the indictment. 

In June 1961, the case went to trial without a jury 
at the conclusion of extended pre-trial proceedings and 
preparations that were extensive and expensive for both 
the Government and Safeway. After the Government 
rested its case, at the end of the trial’s fourth week and 
without our even having to present a defense, we were 
acquitted of the charges. 

<11° mid-’61, Safeway participated in a Congressional 
Committee hearing dealing with low tomato prices re¬ 
ceived by growers in the Texas Rio Grande Valley on 
a portion of their crops. It was charged that the low 
prices were the result of large chain “control” and 
“price manipulation” of the market. Shortly before the 
actual hearing, the Committee’s investigator was widely 
quoted as stating he had found that chains controlled 



Palletized Store Delivery 
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76% of the Valley production of tomatoes; that they 
had used this “control” to depress prices to growers 
and that they resold the Valley tomatoes in their stores 
with exorbitant markups or selling margins. 

The facts brought out at the hearing were quite 
different. They showed that only two chains, one being 
Safeway, had tomato-buying operations in the Valley; 
that Safeway purchased from shippers (who wash, wax, 
crate and resell tomatoes) rather than from growers; 
that Safeway’s purchases in recent years averaged less 
than 3% of all tomatoes shipped from the Valley; and 
that the principal causes of the growers difficulties 
were increased Valley production and competition of 
tomatoes from other growing areas closer to consump¬ 
tion centers. 

The facts also showed that Safeway’s retail prices on 
Valley tomatoes were very reasonable, after considera¬ 
tion was given to the cost of transportation to ripening 
rooms, ripening, packaging, spoilage loss, and the 
handling to, in and out of the stores. 

These facts, revealed and discussed at the hearings, 
and recorded in the transcript, were ignored or dis¬ 
torted by the drafters of the Congressional Committee’s 
majority report of the hearing. 

<1 In September, the Department of Agriculture issued 
a complaint charging Safeway and four meat packers 
with violations of the Packers and Stockyards Act. 


The same complaint combines a separate but similar 
charge against another national chain and five packers. 
Our motion for separate hearings of the two charges is 
pending. 

The complaint also combined a number of completely 
unrelated charges against a third chain, nine packers 
and two lamb dealers. The Hearing Examiner has 
granted our motion that these charges be heard sep¬ 
arately from those against us. 

Without alleging any unlawful acts, the complaint 
charges that Safeway and the four packers had manip¬ 
ulated or controlled live lamb prices. This charge against 
Safeway is incomprehensible and reveals either a woe¬ 
ful ignorance of our dressed lamb buying (we do no 
slaughtering or feeding of any livestock), or a delib¬ 
erate attempt to disparage us in the eyes of producers 
and consumers. 

Safeway (which is not a packer subject to the juris¬ 
diction of the Department of Agriculture) buys all of 
its fresh lamb and beef from many packers, both large 
and small, locally rather than on a centralized basis, at 
the prices offered by each packer and without nego¬ 
tiating for or attempting to obtain lower prices. We 
have reviewed this method of procurement on many 
occasions and are convinced that it is sound economic¬ 
ally, legally and morally, and that it best serves the 
interests of the producers and consumers. 


Retail Division Training School 


















This map locates Safeway’s 24 Retail Division boundaries. 
Numbered black dots show each Division’s headquarters 
and number of stores. White lines and numerals show 
boundaries of States or Provinces and the number of stores 
in each. Listed are Safeway’s Retail Division Managers with 
their headquarters keyed to the map by smaller dots match¬ 
ing those shown on the map. 


O 

© 

© 


J. A. ANDERSON 

Washington, D.C. Division 


C. A. BRADBURN 

Dallas Division 


R. L. CAMPBELL 

Denver Division 


C. C. FOSTER 

El Paso Division 


W. F. GRIFFITHS 

Winnipeg Division 


J. L. HEATHCOTE 

Seattle Division 


W. A. HEMBROFF 

Alberta Division 


K. W. HUNTINGTON 

Little Rock Division 


D. B. KANE 

Los Angeles Division 


W. J. KRAFT 

Vancouver Division 


F. J. GLASGOW 

Wichita Division 


MERLE E. MANTLE 

San Diego Division 


e. l. mcintosh 

Phoenix Division 


W. E. MURRAY 

Butte Divrsion 


VIRGIL NEEDHAM 

Omaha Division 


GUS H. PARKER 

Portland Division 


L. M. PRINGLE 

Spokane Division 


QUENTIN REYNOLDS 

San Francisco Division 


FRED E. ROWLAND 

Tulsa Division 


G. E. RUDOLPH 

Saskatchewan Division 


G. R. STAFFORD 

Sacramento Division 


R. E. TEMPLEMAN 

Oklahoma City Division 


J. M. TUDOR 

Kansas City Division 


W. E. WILLIAMS 

Salt Lake City Division 
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In our opinion, this charge against Safeway is com¬ 
pletely unjustified. Needless to say, we are resisting this 
attack vigorously. 

Not all the tomato growers nor all the lamb growers 
agreed with the charges. Many of them, as well as other 
growers and livestock producers, know how closely 
Safeway works with them in efforts to find answers to 
their marketing problems. Our cooperation takes many 
forms, including advice on the kinds of products con¬ 
sumers want and that will command a good price for 
that reason, paying premium prices to them for better 
quality, and stepping in with all-out sales drives to move 
surplus supplies into consumption. We have received 
many letters and other expressions of appreciation for 
this close cooperation. 

A 1961 example of working constructively with pro¬ 
ducers was the cooperation given to beef cattle associ¬ 
ations interested in improving the value of livestock 
from the standpoint of retail yields as well as quality. 
In our Denver and San Francisco meat warehouses, we 
received carcasses from beef cattle selected by grower- 
feeder representatives and slaughtered by local packers. 
Safeway meat cutters then completely broke down the 
carcasses into typical retail cuts with a meticulous re¬ 
cording of weight yields of each retail cut and of the 


salvage fat and bone and the cutting loss. Each item 
was then priced out at retail so that the total dollar value 
of each carcass could be computed. Booklets were pre¬ 
pared to show detailed comparisons of the various car¬ 
casses. These particular cutting tests were in the nature 
of contests which were feature attractions of livestock 
shows. They have a permanent value though, in the 
guides they provide for the development of improved 
breeds and feeding that will bring greater returns to 
producers and less cost and waste in the marketing of 
meats through the final preparation of retail cuts. 

EMPLOYEES AS CITIZENS 
Wherever we operate, we are proud to note the number 
of Safeway people actively engaged in community 
affairs. These range from participation in church work 
to service organizations, charitable drives, civic projects 
and holding elected offices in local governments. We 
are also proud of the fact that our employee publication, 
Safeway News, has for ten consecutive years received 
high honors from the Freedom Foundation at Valley 
Forge, Pennsylvania; last year receiving one of the 
Foundation’s highest accolades, the Distinguished Serv¬ 
ice A ward for editorials that help in “bringing about a 
better understanding of the American way of life.” 


FINANCIAL 

REVIEW 

1961 

SALES 

1961 sales of $2,538,031,649 were 2.8% higher than 
1960. Excluding the effect of disposition of our New 
York area stores in October, the rate of sales gain over 
1960 was 4.4%. 

The 1961 rate of sales gains over 1960 in our U.S. 
stores showed an improvement as the year progressed. 
Higher tonnage gains were registered in each successive 
quarter — a favorable outlook for further dollar sales 


MILLIONS MILLIONS 
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and tonnage increases in 1962. In our Canadian oper¬ 
ations, even stronger tonnage and sales trends were 
shown in 1961. 

During the year, there was a net reduction of 153 
retail outlets-from 2,207 stores at the end of 1960 to 
2,054 stores at the end of 1961. Dollar sales volume 
per store has followed the trend to larger size stores, 
rising quite steadily from an over-all average of around 
$ 14,600 per store per week in 1952 to $21,800 in 1961. 


NO. OF 
STORES 



2,400 


SALES PER 
STORE 

$24,000 


$ 20,000 


$16,000 


$ 12,000 


1,600 


$ 8,000 


— $4,000 


1952 53 54 55 56 57 58 59 60 61 


NET PROFIT 

New records were established in 1961 in total profit 
(both before and after income taxes), in payments of 
corporate income taxes to federal, state and provincial 
governments, and in payments of dividends to stock¬ 
holders. 

As shown by the following chart, pre-tax profit 
reached $78.6 million in 1961, which, after provision 
of $42.0 million for taxes on corporate income, left 
$36.6 million for payments to stockholders and re¬ 
investment in the business. With the common dividend 
rate again raised during the year, payments to stock¬ 
holders aggregated $20.1 million in 1961, leaving $ 16.5 
million of retained 1961 earnings for future reinvest¬ 
ment in modernization and other improvements. 

The rate of net profit as a percent of sales, has risen 
from a 1952 low of less than V 2 <j-, per $1.00 of sales to 



MILLIONS 


MILLIONS 

$80 


a rate of close to 1 per $1.00 of sales, which has 
been maintained for the past five years. 

With an expanding sales volume, this has meant that 
net earnings per share of common stock continued to 
improve after the profit rate on sales leveled off. Follow- 


PERCENT 
OF SALES 


DOLLARS 
PER SHARE 



ing a slight dip in 1960, net earnings applicable to the 
12Vi million common shares held by some 70,000 
beneficial stockholders (estimated) reached a new peak 
of $2.85 per share in 1961. 
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FINANCIAL POSITION 

Working capital of $123.5 million at December 30, 
1961, up from $108.6 million a year ago, was adequate 
for foreseeable needs. The rate of current assets to 
current liabilities was 1.88 to 1 as compared to 1.78 to 
1 at the preceding year-end. The sale of the New York 
Division assets contributed to the improvements in both 
items. 

During the year, the rate of exchange of the Canadian 
dollar to the U.S. dollar declined from $1.00375 to 
$1.00 at December 30, 1960, to $0.9583 to $1.00 at 
December 29, 1961. The accounts of our Canadian 
subsidiaries have been included in our consolidated 
1961 financial statements at dollar for dollar (parity) 
and a reserve of $700,000 has been provided against 
the decline below parity through a charge to 1961 
income. 

The total equity of Safeway common stockholders 
has expanded substantially over the past ten years and 
markedly since the beginning of 1956, reaching over 
$250 million or 80% of the total $312 million capital 
investment at the end of 1961. Long term debt and 
preferred stock outstanding have been reduced mate¬ 
rially in recent years. 

MILLIONS MILLIONS 



This increase in the total equity of common stock¬ 
holders has largely been translated into increased book 
value per common share. Adjusted for the three for one 
split in 1957, the book value per common share ($20 
at the end of 1961) has doubled in the past decade, with 
the steady upward trend of the past six years accounting 
for almost all of the increase. 


CASH FLOW AND 
INVESTMENT IN 
FIXED ASSETS 

Capital expenditures for modernization and expansion 
of facilities, as well as for other corporate purposes, 
must, of course, be paid for with funds generated from 
within the business or obtained from outside sources. 

Management is responsible not only for efficient 
operation of the present resources—i.e., efficient employ¬ 
ment of facilities, manpower and capital to return a 
profit each year-but is also responsible for a proper 
and productive apportionment of available funds over 
a period of years. 

The chart below shows, diagrammatically, the major 
sources of funds and management’s allocation of those 
funds over the past five years. 


USE OF FUNDS GENERATED 
FROM PRE TAX PROFIT & DEPRECIATION 
FIVE YEAR TOTALS 1957-t>l 


OPERATIONS PROVIDED 
THESE FUNDS 


WHICH WERE USED 
IN THESE WAYS 


PRETAX 

PROFIT 

S365 

MILLION 



TAXES 

ON 

INCOME 


0IVI0EN0S 


ADDITIONS 
TO FIXED 
ASSETS (NET) 


INCREASE IN 
WORKING CAPITAL 


REDUCTION OF 
LONG TERM DEBT 


Operations of the business generated a five-year 
1957-61 total of $365 million profit before income 
taxes (out of a total sales volume of some $11.7 billion). 
Payments of income taxes to national and local govern¬ 
ments took $194 million of this pre-tax profit. Income 
tax payments are not generally included in cash flow 
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analyses of corporate funds, but are shown in the chart 
to indicate the magnitude of taxes relative to funds 
remaining available for stockholder distribution and 
reinvestment. 

Net profit after taxes totaled $171 million for the 
five years. In addition, depreciation charges against 
costs of previously acquired assets generated another 
$138 million of funds for corporate reinvestment or 
distribution. Together, net profit after taxes and de¬ 
preciation provided a five-year total pool of $309 
million of funds available for apportionment among 
stockholders, capital expenditures and other corporate 
purposes. 

As indicated by the chart, the largest single allocation 
of funds was for capital expenditures to replace, mod¬ 
ernize, and expand facilities which were worn out, 
obsolete or otherwise inadequate. These are shown in 
the chart as “Additions to fixed assets (net)”—as ex¬ 
plained in more detail below—totaling $175 million 
over the five years 1957 through 1961. 

The next largest use of funds was the five-year total 
payment of $82 million to Safeway stockholders, com¬ 
prised of $6 million to holders of preferred stock and 
$76 million to common shareholders. Dividends to 
common shareholders averaged 46% of net earnings 
applicable to common stock over this five-year period 
with this pay-out percentage rising to 54% in the year 
of 1961. 

A total of $37 million was applied (1957-1961) 
to the reduction of long term indebtedness, further 
improving the proportion of common equity in total 
capital investment. Commensurate with expansion of 
business, inventory requirements, etc., a total of $15 
million was used to increase working capital. 

Because the preponderance of Safeway occupied 
real estate and buildings are sold to or owned by others 
and then leased to us, Safeway’s annual depreciation 
charges are mostly confined to plant, trucking, ware¬ 
house and store equipment. Consequently, our depre¬ 
ciation charges do not provide as large a source of 
internally generated funds as is the case in other cor¬ 
porations or industries where properties are self-owned. 
But, for the same reason, proceeds from land and 
buildings sold to property investors are deductible from 
Safeway’s fund requirements for annual capital expend¬ 
itures. 

Annual net additions to fixed assets compared with 
yearly depreciation charges are shown for each of the 
ten years 1952-1961 in the final chart. They evidence 


the growth characteristics of an expanding, modernizing 
business. The dip in net additions to fixed assets in 
1961 was caused by the sale of the New York Division 
facilities which more than offset an increasing trend in 
net capital expenditures in other Safeway operations. 
With the growing investment in capital equipment, 
annual depreciation provisions have shown a steady 
upward trend reaching $31.4 million in 1961. 



FINANCIAL STATEMENTS 



ACCOUNTANTS’ REPORT 
PEAT, MARWICK, MITCHELL Sc CO. 


To the Board of Directors and the Shareholders of Safeway 
Stores, Incorporated: 

We have examined the statement of consolidated financial 
position of Safeway Stores, Incorporated and all subsid¬ 
iaries as of December 30, 1961 and the related statement of 
profit and loss and net income retained in the business for 
the fifty-two weeks then ended. Our examination was made 
in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting 
records and such other auditing procedures as we con¬ 
sidered necessary in the circumstances. 

In our opinion, the accompanying statement of con¬ 
solidated financial position and statement of consolidated 
profit and loss and net income retained in the business 
present fairly the financial position of Safeway Stores, In¬ 
corporated and all subsidiaries at December 30, 1961 and 
the results of their operations for the fifty-two weeks then 
ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 

San Francisco, California 
February 21, 1962 
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SAFEWAY 



STATEMENT 

As of December 30, 


Current Assets: 

Cash. 

Accounts and notes receivable from sale of New York Division 

Accounts and notes receivable—other . 

Merchandise inventories—at lower of cost or market 
Prepaid expenses 

Properties for development and sale within one year 
under the Company's real estate program 

Total Current Assets . 

Deduct Current Liabilities: 

Debentures payable. 

Accounts payable. 

Accrued expenses. 

Federal, Canadian and other income taxes 

Total Current Liabilities. 

Working Capital. 

Notes Receivable and Miscellaneous Investments 

Fixed Assets — at cost less depreciation of $150,439,084 . 

Unamortized Debenture Issue Expense 

Working Capital and Other Assets (Carried Forward) 


December 30,1961 

$ 49 , 124,244 
8 , 982,714 
10 , 435,224 
174 , 936,622 
7 , 939,735 

12 , 580,661 

263 , 999,200 

4 , 955,000 

86 , 830,094 

21 , 460,273 

27 , 208,564 

140 , 453,931 

123 , 545,269 

2 , 607,136 

187 , 370,879 

301,568 

$ 313 , 824,852 


December 31,1960 

$ 50 , 686,861 

8 , 989,127 

170 , 785,974 

8 , 389,485 

9 , 100,523 

247 , 951,970 

5 , 200,000 

85 , 390,670 

22 , 056,128 

26 , 694,411 

139 , 341,209 

108 , 610,761 

3 , 211,847 

190 , 680,324 

411,325 

$ 302 , 914,257 


NOTES TO FINANCIAL STATEMENTS 


DEBENTURES PAYABLE: The debentures, redeemable at 
varying premium rates prior to maturity, consist of: parent 
$31,505,000 at 3.80% to 4.25% interest, maturing $5,000,000 
annually, plus $1,000,000 sinking fund requirement annually 
to 1965 and then $3,000,000 annually to maturity in 1969; 
Canadian subsidiary, $2,679,000 at 4 l /i% interest, maturing 
$200,000 annually, plus $120,000 sinking fund requirement 
annually to 1966 and then $360,000 annually to maturity in 
1970 ($1,495,000 of debentures of the parent have been 
acquired to meet the 1962 and a portion of the 1963 require¬ 
ments and $401,000 of the Canadian subsidiary’s have been 
acquired to meet the 1962 through 1964 and a portion of 
the 1965 requirements). Under the Indenture covering the 


parent’s debentures $80,537,119 of the net income retained 
in the business as of December 30, 1961 is restricted as to 
dividend payments and as to acquisition of its own stock. 
Certain other restrictions, including one upon creation of 
additional funded indebtedness, are imposed. 

CAPITAL STOCK: The terms of issue of the parent Com¬ 
pany’s preferred stocks have sinking fund requirements which 
presently impose an annual retirement of 6,216 shares of the 
4% preferred stock. Shares acquired and held as treasury 
shares, 19,621 at December 30, 1961, may be surrendered to 
meet the sinking fund requirements for 1962 through 1964 
and part of 1965. The 4.30% preferred stock sinking fund 
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STORES, INCORPORATED AND ALL SUBSIDIARIE 


OF FINANCIAL POSITION 

1961 With Comparative Figures as of December 31, 1960 


Working Capital and Other Assets (Brought Forward) 
Deduct: 

Debentures payable—long term. 

Preferred stock of Canadian subsidiary held by 
public—par value . 

Reserves for self insurance and decline in 
conversion value of Canadian assets 


Stockholders' Equity. 

Deduct: 

4.30% convertible preferred stock (cumulative)—par value 
$100 per share—authorized and outstanding 13,387 shares 

4% preferred stock (cumulative)—par value $100 per share— 
authorized 464,624 shares—outstanding 224,631 shares 
(after deducting 19,621 shares in treasury). 


Common Stockholders’ Equity. 

Consisting of: 

Common stock—par value $1.66% per share—authorized 
27,000,000 shares-outstanding 12,517,021 shares 
(after deducting 45,964 shares in treasury). 

Additional paid-in capital ... 

Net income retained in the business. 

Common Stockholders' Equity. 


December 30,1961 

$ 313 , 824,852 

December 31,1960 

$ 302 , 914,257 

29 , 229,000 

34 , 931,000 

8 , 068,100 

8 , 397,400 

1 , 400,000 

38 , 697,100 

275 , 127,752 

700,000 

44 , 028,400 

258 , 885,857 

1 , 338,700 

1 , 610,100 

22 , 463,100 

23 , 801,800 

$ 251 , 325,952 

24 , 669,600 

26 , 279,700 

$ 232 , 606,157 

$ 20 , 861,702 
61 , 391,212 
169 , 073,038 
$ 251 , 325,952 

$ 20 , 722,150 
59 , 385,061 
152 , 498,946 
$ 232 , 606,157 


requirement does not become operative until 1965. The preferred 
stocks are subject to redemption on call at a premium which is now 
50 cents per share on the 4% and $1.00 per share on the 4.30%. 

Of the unissued common stock of the Company, 87,307 shares are 
reserved for conversion of the 4.30% preferred stock. 

In addition, 272,470 shares of common stock are reserved for issuance 
to officers and employees pursuant to a restricted stock option plan, 
under which options to purchase common stock may be granted to 
officers and employees of the Company and its subsidiaries, as deter¬ 
mined by the Board of Directors, in consideration of agreements not 
to terminate their employment before fixed dates. All matured options 
become void unless exercised within three months after employment 
terminates, with one year extension on employee’s death, and in any 
event after December 31, 1967 as to those granted under the approved 


1957 supplement to the plan. Matured options granted under the 
original plan, approved in 1951, became void if not exercised by 
December 31, 1961. At the beginning of the year options for 212,052 
shares were outstanding at a total option price of $6,606,178. During 
the year, options for 56,775 shares were granted at the option price 
of $58.5625 per share; options for 66,082 shares were exercised at a 
total option price of $1,664,005; options for 3,700 shares (which are 
subject to reallocation) became void due to death or termination of 
employment; and no changes occurred in the exercise prices of out¬ 
standing options. At the end of the year options were outstanding 
for 199,045 shares, of which 22,225 shares are or will become exercis¬ 
able at $25,625 per share; 45,625 at $32,125; 22,360 at $39.3125; 
9,460 at $36.6875; 42,600 at $36.5625 and 56,775 at $58.5625. The 
unoptioned shares available for the granting of options at the beginning 
and end of the year were 126.500 and 73,425 respectively. 
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CON SOLI DATED 


STATEMENT OF PROFIT AND LOSS 
and Net Income Retained in the Business 

For the 52 Weeks Ended December 30, 1961 with Comparative Figures for the 52 Weeks Ended December 31, 1960 


Sales. 

Cost of Sales. 

Gross profit. 

Operating and Administrative Expenses. 

Operating profit. 

Other Deductions: 

Interest on debentures. 

Provision for decline in conversion value of Canadian assets 
Other charges (income) —net. 

Profit before taxes on income. 

Provision for Federal, Canadian and other income taxes 

Net Profit. 

Net Income Retained in the Business at Beginning of Period 


Deduct: 

Cash dividends: 

4.30% convertible preferred stock. 

4% preferred stock. 

Common stock. 

Additions resulting from stock conversions and acquisitions 


Net Income Retained in the Business at End of Period 


1961 

$ 2 , 538 , 031,649 

2 , 012 , 591,334 

525 , 440,315 

444 , 351,247 

81 , 089,068 

1 , 588,016 

700,000 

213,858 

2 , 501,874 

78 . 587.194 

41 , 985,000 

36 . 602.194 

152 , 498,946 

189 , 101,140 


63,367 

957,524 

19 , 045,044 

( 37 , 833 ) 

20 , 028,102 

$ 169 , 073,038 


1960 

$ 2 , 468 , 972,786 

1 , 964 , 661,750 

504 , 311,036 

427 , 419,575 

76 , 891,461 

1 , 822,213 

( 108 , 441 ) 

1 , 713,772 

75 . 177.689 

40 , 360,000 

34 . 817.689 

136 , 395,791 

171 , 213,480 

80,073 

1 , 001,916 

17 , 675,731 

( 43 , 186 ) 

18 , 714,534 

$ 152 , 498,946 


ADDITIONAL PAID-IN CAPITAL: Changes in 1961 consist of 
$241,203 excess of 4.30% preferred stock par value over that of 
common stock issued on conversion less $8,217 pro rata share of 
original issue expense; $1,553,868 excess of proceeds over par value 
of common stock issued under options exercised; $219,297 discount 
on 4% preferred stock acquired. 

EMPLOYEE RETIREMENT AND PROFIT-SHARING PLANS: 
Charges to profit and loss for Employee Retirement Plan Contri¬ 
butions for the year amounted to $2,874,288 and for Profit Sharing 
Plan Contributions amounted to $4,629,208. 

DEPRECIATION: The statement of profit and loss includes a 
charge for depreciation expense of $31,434,766 in 1961 and $29,- 
176,821 in 1960. 


CANADIAN SUBSIDIARIES: The accounts of the Canadian sub¬ 
sidiaries are consolidated as U. S. Funds at dollar for dollar with 
provision made for the 1961 decline in Canadian exchange by 
establishing a reserve through a charge to income. 

CONTINGENT LIABILITIES AND COMMITMENTS: 

(a) The liability upon completion of contracts for construction of 
buildings and purchase of land not reflected in the financial state¬ 
ments amounted to approximately $24,700,000. 

(b) Property leases in effect number 2,723 of which 2,227 contain 
options to cancel. Should the Company exercise these options, it 
could be required to purchase 1,786 properties. The minimum an¬ 
nual rental for 1962 under all leases (some of which contain per¬ 
centage of sales clauses) is approximately $43,000,000; this amount 
decreases annually until the year 2008 as leases expire. 
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LITHO IN U.S.A. 

STECHERTRAUNG LITHO CORPORATION, S. 





